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1.0 EXPECTED OUTCOME 

1.1 This report is presented to enable consideration of the results of the annual 
review of the Council’s Constitution for consideration by Audit Committee.  It 
includes a number of recommendations to increase the efficiency of the 
procurement process and to improve internal controls.  

2.0 RECOMMENDATION 

2.1 It is recommended that Audit Committee: - 

(1) consider and refer to Cabinet and Council for approval the 
recommended amendments to the Constitution as set out in the 
appendices to this report. 

3.0 BACKGROUND AND PROPOSALS 

3.1 The Audit Committee Work Programme for 2015/16 includes an annual review 
of the Council’s Constitution.  This review concentrates on the areas of the 
constitution with a direct impact on the financial controls of the Council 
contained within the Financial Procedure Rules and the Contract Procedure 
Rules.  This year the proposed changes include changes to the Articles of the 
Constitution.   

3.2 Two primary amendments are recommended:  

Key Decisions 

3.2.1 The first change concerns the key decision definition. Part 2 of the 
Constitution (Articles of Constitution) currently reads: 

Article 13 Decision Making 

13.03 Types of decision  

(a) Decisions reserved to full Council. Decisions relating to the functions 
listed in Article 4.02 will be made by the full Council and not delegated.  



(b) Key decisions.  

(i) A key decision means an executive decision which, in relation to an 
executive function, has a significant effect on communities in two or more 
Wards of the Council (or one Ward in respect of two-Member Wards) and/or 
is likely to result in the Authority incurring expenditure or making savings 
above £60,000.  

(ii) A decision taker may only make a key decision in accordance with the 
requirements of the Cabinet Procedure Rules set out in Part 4 of this 
Constitution. 

Key decisions are included in the Forward Plan at least 28 days before the 
decision is to be made.  Decisions are then included in either a report to 
Cabinet or a Delegated Executive Decision, included in the weekly Executive 
Decision notice, are subject to call-in and finally confirmed when call-in 
expires.  

3.2.3 The requirements for recording and publishing Key Decisions and contracts 
have increased as a result of legislative and other changes.  This requires 
more day-to-day decisions to be included into this decision making route.  

3.2.4 The financial threshold within the Key Decision definition has not been 
increased since the Council’s Executive and Leader constitution was initially 
approved in 2000.  Since then prices, measured by RPI, have increased by 
52.4%.  If the Key Decision definition had increased in line with inflation it 
would now be at £91,500. 

3.2.5 A survey of other authorities in Cumbria and our Chartered Institute of Public 
Finance and Accountancy (CIPFA) group of neighbours suggests this 
Council’s definition of a key decision is in the lower region when compared 
elsewhere: 

Authority Key Decision Definition (or equivalent) 

Allerdale £50,000 or 60% of budget heading 

Barrow £100,000 

Carlisle £70,000 

Copeland £50,000 

Eden £50,000 

Cumbria County £500,000 

Chichester £100,000 

Cotswold £100,000 

East Devon Not defined by value 

Hambleton £50,000 

Lewes £50,000 

New Forest £50,000 or 25% of the gross budget for the 
service, whichever is greater 

South Hams £50,000 revenue, £100,000 capital 

South Lakeland £60,000 

Stratford-on-Avon £150,000 

Suffolk Coastal £50,000 

Teignbridge £50,000 revenue, £125,000 capital 

Wealden £100,000 

West Dorset £100,000 

Wychavon £50,000 



 

3.2.6 It is recommended that the financial threshold within the key decision 
definition should increase from £60,000 to £100,000. 

3.2.7 A number of other decision making thresholds within the Constitution have 
been linked to the Key Decision definition.  It the revision to Key Decision is 
approved it is recommended that these limits should also be raised in line with 
the increased Key Decision definition.  The table below summarises the 
recommended changes: 

   Current Limit 
Recommended 

Limit 

Key Decision definition £60,000 £100,000 

      

Financial Procedure Rules     

Supplementary Revenue Estimates & Budget Virements     

Upper limit for Cabinet approval: requests above this limit can 
only be approved by Council £60,000 £100,000 

Lower limit for Cabinet approval: request below this limit 
should be found by offsetting virement by officers £25,000 £60,000 

      
Carry-forwards, Capital Expenditure, Reserves and Working 
Balances     

Upper limit for Cabinet approval: requests above this limit can 
only be approved by Council £60,000 £100,000 

There is no lower limit below which officers can approve 
amendments to capital programme, use of reserves or carry-
forwards of unspent estimates     

      

Write-offs     

Debts, stocks and stores: Upper limit, per debtor, for approval 
by Assistant Director Resources £5,000 £20,000 
Business rates due to bankruptcy, liquidation or 
administrative order: Upper limit, per debtor, for approval by 
Assistant Director Resources  £5,000 £20,000 
Business rates due to bankruptcy, liquidation or 
administrative order: Upper limit, per debtor, for approval by 
Assistant Director Resources in consultation with Finance 
Portfolio Holder £35,000 £100,000 
Above these limits, Cabinet approval is required as part of 
the Financial Monitoring process     
 
Contracts   
Lower level at which contract overspend should be reported 
to Cabinet or Committee, per contract 

3% or £1, 000 
for contracts 
under 
£100,000; 
1.5% or 
£3,000 for 
contracts over 
£100,000 

10% or £10,000 
for all contracts 

Lower limit above which written quotations must be obtained £2,500 £10,000 

Lower limit above which The Chest must be used £5,000 £10,000 
Lower limit above which tenders rather than quotations must 
be obtained £60,000 £100,000 

 



Tender Acceptance 

3.2.8 The second recommended major change concerns the approval process 
required for procurement exercises.  The Contract Procedure Rules and the 
Financial Procedure Rules require each decision regarding the acceptance of 
tenders to be treated as an individual decision, included in the Forward Plan 
and a report prepared either as a Delegated Executive Decision (DED) or a 
Cabinet decision.  For contracts above the key decision definition this can add 
several weeks to the procurement timetable, the preparation of reports 
consumes considerable officer time and bidders for the contract often 
complain about how long the approval process takes.  There may also be 
issues where prices in a tender are only guaranteed for a certain period of 
time. 

   The recommended changes will only effect the non-contentious contracts 
where the decision to award to the most economically advantageous tender is 
straight-forward.  

3.2.9 It is proposed that a procurement schedule be prepared annually.  This 
procurement schedule would include: 

 Title of contract 

 Service and officer responsible 

 Brief summary of the goods or services covered 

 Proposed start and end dates 

 Review date and extension period (if applicable) 

 Estimated value by band (Under £10k, £10k – £100k, Over £100k to 
OJEU, over OJEU) 

 Process to be followed, if known (e.g. request for quotation, invitation to 
tender, use of existing framework, full OJEU, exemption) 

 Proposed decision route (officer Administrative Decision, DED, 
Cabinet)  

This is consistent with the information the Council is required to publish at the 
end of the tender process in the Council’s Contract Register. 

3.2.10 The procurement schedule would be approved annually as a key decision, 
part of the budget approval process in February following consultation through 
O&S in January and it would appear on the Forward Plan. This would make 
the decision process for contracts more visible by identifying before the start 
of the financial year the procurement exercises planned.  It also assists 
officers in the procurement and legal teams to plan their workloads for the 
coming year.  The Assistant Director will be responsible for ensuring 
procurements are included in the schedule, which will be maintained by the 
Assistant Director Resources. 

3.2.11 Approval of the procurement schedule would give authority to officers to 
conduct and conclude the contracting processes in line with the schedule 
without the need for further approval (unless where the procurement schedule 
had indicated it would be sought though Cabinet or DED approval).   

3.2.12 Where a procurement process was over budget then approval would still be 
required as under the current Constitutional arrangements. 



3.2.13 Where an officer seeks approval for a waiver or exemption under the Contract 
Procedure Rules this would also be included in the Procurement Schedule.   

 Other Changes 

3.3 A number of minor changes to the Constitution are also recommended.  
These include  

a) the clarification of the limits for write-offs following an internal audit 
report 

b) the clarification of virement approval rules following consultation with 
officers 

c) changes to contract procedure rules to reflect changes to legislation, 
including public procurement regulations, and 

d) clarification of contract procedure rules following officer consultation. 

Track changes of the recommended changes are shown in the Appendices to 
this report 

3.4 If Audit Committee approve these amendments to the Constitution then they 
will be presented to Cabinet on 16 December 2015 and Council on 17 
December 2015 for consideration.  The changes to tender acceptances would 
apply to all procurements included in the Procurement schedule to be 
reported to Overview & Scrutiny in January 2016 and approved by Cabinet 
and Council in February 2016.  All other changes would apply from 1 April 
2016. 

4.0 ALTERNATIVE OPTIONS 

4.1 It is good practice to regularly review the Constitution.  The recommended 
changes give a balance between operational efficiency and strong internal 
controls. 

4.2 The recommended changes could be delayed to be included as part of the 
annual review of the Constitution to be considered by Council in March 2016.  
This would not enable the recommended changes to contract acceptance to 
be included in the budget process for 2016/17. 

5.0 LINKS TO COUNCIL PRIORITIES 

5.1 To develop and embed a high performance culture. 

6.0 IMPLICATIONS 

6.1 Financial and Resources 

6.1.1 This report has no direct financial implications.  The increase in limits will 
increase efficiency through reduce need to produce reports for minor 
decisions. 

6.2 Human Resources 

6.2.1 There are no human resources implications of this report. 

6.3 Legal 

6.3.1 The changes to the Contract Procedure Rules may be authorised by approval 
of Council.  Any minor changes may be made by the Monitoring Officer. 



6.4 Social, Economic and Environmental 

6.4.1 No social, economic and environmental issues. 

6.5 Equality and Diversity 

6.5.1 There are no equality and diversity issues as this report deals only with 
corporate governance issues. 

6.6 Risk 

Risk Consequence Controls required 

Failure to review 
Constitution 

 

Failure to have 
effective delegation to 
officers in place 

Potential failings in the 
internal controls 
contained within the 
Constitution 

Potential delays in 
decision making 

A thorough review and 
assessment based on 
external guidance 

CONTACT OFFICERS 

Report Author - Helen Smith, Financial Services Manager, 01539 713147, 
h.smith@southlakeland.gov.uk 

APPENDICES ATTACHED TO THIS REPORT  

Appendix No.  

1 Recommended changes to the Articles of the Constitution 

2 Recommended changes to the Budget and Policy Framework 

3 Recommended changes to the Financial Procedure Rules 

4 Recommended changes to the Contract Procedure Rules 

BACKGROUND DOCUMENTS AVAILABLE 

Name of Background 
document 

Where it is available 

Council Constitution http://tinyurl.com/kfk26gb 

TRACKING INFORMATION 

Assistant 
Director 

Portfolio 
Holder 

Solicitor to the 
Council 

SMT Scrutiny 
Committee 

17/11/15 n/a 17/11/15 26/11/15 n/a 

Executive 
(Cabinet) 

Committee Council Section 151 
Officer 

Monitoring 
Officer 

n/a 3/12/15 n/a 17/11/15 17/11/15 

Human 
Resource 
Services 
Manager 

Leader 

 

Ward 
Councillor(s) 

 

  

n/a n/a n/a   



 


